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ABSTRACT 

This guide examines the incorporation of 
nongovernmental funding streams into state-wide programs of 
technology-related assistance under Title I of the Technology-Related 
Assistance for Individuals with Disabilities Act of 1988. It examines 
underlying philosophical, structural, and legal issues involved in 
the formation and effective use of a foundation or other nonprofit 
organizational framework to facilitate the provision of assistive 
technology devices and services. The paper begins by defining a 
foundation and explaining governmental restrictions on its financing. 
It then outlines what a foundation can do, focusing on its 
flexibility in responding to neefls, its aim to augment rather then 
replace public sector resources, deciding whether to charge fees to 
recipients of the foundation's support, speed of operation, and 
ability to broaden assistive technology's constituency. Procedures 
for setting up the organization are discussed, covering such items as 
governing board makeup and necessary documentation. Tasks involved in 
maintaining the foundation on an ongoing basis are also spelled out. 
(12 references) (JDD) 
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ECTABUSHING A NONmOFTT FOUNDATION 
TO PAY FOR ASSISTIVE TECHNOLOGY 



INTRODUCTION 

Assistive technology devices and services represent an increasingly important source of 
qsportunity for persons wiUi disalnlities in such spheres as employn^nt, education and 
independ«it living. Accordingly, recent Federal legislation, incli^g most notably the 
Technology-ReUited Assistance for Individuals with Disabilities Act of 1988 (Tech Act) has 
enhanced the flow ai Federal fiuuis to the assistive technology field.' ' It is too eaiiy to 
assess the effect upon the [mivision of assistive technology which will result from the 
Aniraicans With Disabilities Act of 1990.' 

This legislation, along with ameminsnts to o^hes categorical and state giant programs, has 
raised the pn^ and increased tfw level of support fm assistive technology. It is likely 
that the need and (temand fia- funding in this area will continue to outstrip available public 
sectOT resources ftH* the fc^eseeable future. 

Faced with the disparity between exponential growth in recognitiott of the need for 
assistive technology, cm the one hand, and the relative inelasticity of governmental 
resources, on tin other, many service-providers ami policy makers have begun to explore 
ti» potential for utilizing tax exempt nongovemn^tal organizations for attracting additional 
financial resources into the field. 

Certainly, governmental sources have not been exhausted or even fully explored. What this 
does suggest, is that every avenue should be explored in order to meet the increasing 
consumer (toand fcs- assistive technology. 

States o^^-ating with grants umier Title I of the Tech Act" have auth(»ity to engage in 
"partnerships ami cooperative initiatives.*^ "Program AuthOTity" is given to en^e in: 

"...support of ibc establishn»nt or continuatiini of partiffirsMps or oiopeiBtive 
initiatives between tte public sectOT and tl» private sectcn- to facilitate 
development and implementation of a state-wide program of technology- 
related assistance to individuals with disabilities." 

Several state programs cuntntly funded under Title I of the Tech Act have expressed an 
interest in establishing a '^ftnindation." Therefrac, RESNA*s Technical Assistance Project 
commissioned De Witt, Nfendelsohn & Associates to ctevelop this policy pap^. 
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AiMNit the paper The tofk ci how to establish a "fiouiMiation'* is wordi extensive 
tieatmait However, om paiticiilar fiociis will be iqioa qnestioiis amounding the 
inccHpcffatioo of ncm^ivenmiental funding streans into state-wide progrems of technology- 
related assistance Tl^ I <tf die Tech Act Sped&ally, we will examine underiying 
philost^hical, stn^tmal and legal isst^ ini^ved in the ftsniatkm ai^ eflfecdve use of a 
fioimdation or mher mBii»o&t raganizaticmBl finmewoik to fodlitaie the pxovisi<Mi of 
assistive techndpgy ifevkes and savices. 

Except fcs scHne discusaon oi "charitabte** pinposes, organizational structure ami directly 
qiplicable Federal tax povisicms, we have not attei^Med to provide "how to" guictelines. 
They are best left to imfividualized treatmmt oi»e a state's Title I (vganizaticMi has made 
mm basic decisions. Qmsiiteiatkms of "seed" fumiing, staffing, the foundation's 
operation, recipient criteria, fund raiang techniques, etc., is the possible subject for another 
paper. 

WHAT IS A FOUNDATION? 

Tax exemirt Foundations are attractive largely on account of their exen^tion from 
Federal iuxsme taxes. As a result they are, in most cas^, also exenq)t from state income 
taxes. ntq)erly (Hganized and adnunistered, a foundation serves two closely related 
purposes: 

• It is itself exempt from inc(ni» taxes on the funds it 
receives and uses. 

• Mose inqiortantly, it jnovides, through the charitable ccmtribution 
tax deduction, a means by which individuals and businesses 
interested in a i«rticular area of puUic policy can 

reduce the net cost of tax^ to themMlves by their contributi(ni>5. 



Federal exempfkm The Internal Revenue Code accords tax exempt status to various 
kinds of orgariizatunis.^ Most of these are not authorized to rsdst and solicit fuiuls from 
die public. However, it is spedfically the fnganizad(»is li^ in the famous 501(cX3) 
paragraph which can offer tax dedi^bility to die individuals or businesses that dioose to 
suppOTt tton. Ihe (sganizations eligible f<9 SOI (c)(3) smtus are: 

"(3) .„ctap(nstions and any ccKumunity diest, fund or fouiuiation organized 
ai^ opcmed exclusively for idigious, charitable, scientific, testing for public 
safety, literary or educational purposes." 

Other code providfms Thus, an entity which possesses die dual tax advantages noted 
above can take any one of a number of oripnizatkml tens, ami can oigage in activities 
serving a broad range of purposes. When cimsidering d» qi^stitms of whedier a particular 
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otganizatkm is structoitd in accoidaiice widi c»ie or ote tte pennissiUe fonos, and 
wtetho* it is qienising in a manner consisirait widi its exm^ pwposes, numeRiiis other 
invvisicms tiie tax code must also be consulted.* Regaxdless of the organizational fonn. 
state law also plays an essential it^. 

"FcRmdatfoii" - bo Sfedtk meaniiig Wtether as 6am, service-jnovicte fiind 
redp^ts, most pec^ have had seme e^qKisnie to die ncm^ofit sectsv. Tcmndation'' is 
die tenn we most oUca use to describe oisanizations oS diis IdmL It may, dKrefcre, ccune 
as a siii]aise to many diat die tmn "foiindatiim'' has no specific a technical o^aning 
umler die Intemal Revenue Code. 

Toundadon," within i^iilantopic dicles. is generally understood to mean an ofganization 
which distributes funds. Additionally, it may pxjmdc goods or services of some nature to 
odier tax exea^ oiganizadims or to peqile who fall within its purview. 

This undeistanding erf what a foundadcm is pmJ'ibly characterizes public perception as 
well Additiraially, the term al^ OMuiofes caganizadons which raise mcmey from the 
community duou^ appcais fira* "public sui^xst" 

"Private^ ftmndatkm Becau^ die attr»;tkm of die foundadcm fmm is its potential for 
bringing private funds into the assistive technology field, it is important to note a point of 
nomenclature diat can, if noi claiified, give m to consitkrable confusion. Tte concept of 
die '^private fouiulation" does have a spedfic itefinitic»i in die tax law.^ These foundations 
are sub^t to a number erf restrictkms aiul to a nunto erf peiulty taxes diat do not apply 
to odia- tax exen^ organizations. Their admimstrBtitm is far mf»e difficult ami conqilex. 
Private foundations gn^ally ik> not raise fiu^ fhmi tbs community, but instead rely on 
enckiwments and jHOceeds £nom investments for their qierating funds. 

It is extremely unlikely diat any state Tech Act program wishing to establi^ a tax exempt 
vehicle would wish to q>t fca- d» "private foumlatifm'' fcsmat Yet, raising "^vaie funds" 
lepresents die distinct object of die enteiimse. 

Defining terms The woids "^blic" and "private" are used diffeendy copending upcm 
context "Public sector*' in^Ucs a govonmental entity; "iHivatc sccK»" implies a 
nongovernmental entity. A foundadcm, c»her than erne legally defii»d by IRS as "private" 
(see above), raises a significam pcmion erf its revenues fmm what IRS refers to as "public 
support." In dtis context, "publw" implies support genonated from private individuals and 
Cff^nizaricMis. The latter will usually be coqxKations, odier businesses, noiqmifit groups or, 
on occasion, governmental entities awarding giants m contracts. 

*'Coimnuiiity|' HMWdatkm Tl^ ct»»ept erf die "ctmamunity foundation" represents 
ampler organizatiemal variant that has received a great deal erf attentitm. Again, while 
lacking a precise definitiem, die term generally refers to those foumlations which pool 
resources from a numbo- erf ckmors or fnm several smalkr trusts to address the iweds of a 
given community. Tlwse may cr may not utilize im^graromatic jmoritKS in aUocating dieir 
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foods. Most crften, they enc^vor to tcspaoA bzo»lly to tte evdving needs c€ the city, 
xegkm or state wh^ have been estaUished to serve. 

A foomlation c oncem e d scUdy wiA the assistive technology needs of tiie disabled 
aBmnunity within a partkular locale would probaUy have a narrower focus than the 
tyi^al aanmiinity foundatiim. It is true that d» ccmcenis of perscms with disidnlities are 
ittoeasin^y uiuterstood to be coiennincms with those oi society as a wtote. However, use 
oi "coasnuniiy foundation** tenninology in this omtext wou^ pn^bly xcquire that 
peicqHions conconing the nature oi a cooanunity foumiation be nKxliifled to sosot degree. 

C(»lM»rat^His and trusts under ^te law As indicated above, t^ie choice of what 
organizational form to adqH is, in the emi, depemient as much upon state as upon Federal 
law. White die variadcm aoKNig state hiws is &r too great to alkiw far detailed analyas 
here, it Sfpesn to be tte case that "trusts'* and "coqxnations'' represent the two most 
widely applicable legal forms of fmuidatifms. Tte trust is fiequent7y usoA by wealthy 
individuals c»ganizadons wishing to use dieir own resources fcH" philanthropic purposes. 
Ttey do not, as a rule, solicit funds from the public. 

Public percepticm appears to be that a trust has substantial financial reserves. Partly, this 
may te due to tte woid ai^)earing in tte name oi many laige financial institutions. Purely 
from a public relatiims perspective, tte trust ^ructure might te one to avdd wten 
establishing a nonprofit cwganizaiion wishing to obtain financial suppcHt from tte public. 

"Nonprofit** or **iiot-for-|mrfit** Between trusts and ccspcnations, die coiporate fonn, as 
suggested by tte familiari^ of tte tens "non]»ofit*' or "mM-fcs'-iHDfit'* ccnpOTaticm, is tte 
nKxtel which today oijoys an undi^mted ascendam^ ^rticulaily where teoad-bassd public 
partic^iation in tte cnganizasioo's suppcm is contonpl&ted. Though potentially 
impennisable under tte law of some states, it should usually te possible to use the term 
"foundation " in tte mganization's title, should that te thought desirable.' 

Other nomenclature Several other issues of nomenclature can also cause unnecessary 
confusion. Such tenns as *'publk charity,** and "charitable foundation" are used loosely in 
conmKMi parlance. No great legal significance, at teast so far as tax law is coiKeined, 
attactes to tte choices tetween these or among several other similar phrases. 



WHAT CAN A FOUNDATION DO? 

FleidbUity Under the Tech Act, states are accorded a significant degree of flexibility in 
identifying d» needs ai»l d^niag d^ resptmses to these needs. Ihb flexibility is 
reflected in fte variety oi jaiont^ and approaches ^bodied in tte ]^ans of tte states that 
teve dius far received grants tte new law. 

Most 8ctivit»s ccHitnnphited ui^ die Tech Act require ajqnopriate financing for effective 
impkmentadon. Categcm^ such as proi-^sion of assistive technotogy devices and services. 
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commuiiity cmixe^ and infbnnatkm di^onmatu^ could berofit ton an altenuuive 
tmSaag source ^ as a foundatkm. Ms is consistent with contenqxaaiy puWic-sectcff 
Vmoso^y wiikfa recognizes d» valuable rote played by puWic-taivaie partnershins in 
pxx^ram devekjfimenL 

Ne¥wfl»tess. d» Idml o£ paitn^sfaip that a given oisanizatifm or consortium may wish to 
estaW:^ and the piedse sc»t of entity they wiU choose to cieaic. must depeml, moie dian 
anytiung else, cm exactly what it is they int^ to acconqili^ 

Setting up and opeiadng a foundation is nm uirfuly COT^Ucaied or difficult Designing 
<me diat meets d» ixeds and Ts«m fiiUy serves the purposes for which it is created 
tqsesmts a far iiKae dbaOenging ]»obtoii. 

Fteids shmild au^imnt, not reiOace Whatever else may be intcmfcd. tte first goal of an 
assisave technok^ foundation is to raise nMMiey. Yet. even this truism harfoois potential 
dan^ If die foui^ation is not carefidly structured. di«e is real risk diat the fiimls it 
raises will be used to repl^ rather dian augment public sector resources. 

Though mandated under d» Education of the Handica]^ Act, RehabiHtaticai Act and 
mhcr legislatifm, assistive technology rraiains all too disa«ionary on die part of many 
state cducaiOTS, vocaticmal lehabili^on agencies and odieis. Ab«nt its routine 
instinitiwialization widiin such iHograms, assistive technology can too easUy be remitted to 
the resources of die nonprofit sectm'. 

For dus reascffl, the foundation's design must ensure tiiat private funds are additive to die 
systeia It must Ukewise wisme diat, so far as matching fond lequiiwnents. intraagency 
cocyeration and similar issues are concwned, public ami private funds are iteploycd so as 
to leverage one anodio- to die maximum possible degree. 

What diis means in practice is deciding cleaiiy who the foundation wiU serve and what 
services will be provided. Fes* exampte: 

• if iwfivkiuals are to be served direcUy, it may be desirable to craft 
eligibility criteria ensuring diat diese will be persons who could 

not have been, m would not have been, served by existing agencies; or 

• detemiinations of what direct services or devices are to be provided 
must be made with full knowledge of what is currcntiy available and 
could enhance the vali» of existing resources. 

l^draflii to ccm^der n» foundation must fiame iu fund rai»ng appeals differenthr 
ctependmg npra its ^vice objectives. IT* bask: issue to be resolved is wlwdiw die 
ieci|»ent of a foundation fw a^istive techndogy seivices anlAn- itevices wiU diemselv^ 
pay for any portiai of diose swvtees ot devices. Pot exanqjle, if devices, would diey be: 
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• provicfcd on pemmnent loan with title retained by the foundation; 

• dcmaied outright to tte imiividiial with a disaHtity; 

• panialiy ikmated and partially {Nochased by tl» indsvidiial; 

• fumted by a toan to the indivkhial with the loan guaranteed by the foundation; or 

• some otho- mechanian? 

ScNne numbers of the gei»ra2 iniblic may not be as willing to ccmtribute to an oiganization 
which in any way diarges fm its service to recipients. In this ccHitext, they might be 
willing to suppcHt a jaogram which ck»iates devk:es, but not which loans fiuids with 
ihs expectation of lepaynKnt by the recipient 

Varieties of techncrio^-ielatBd assistance which could fall into these categmies are: 

• device loan finaiving n^hanisnis; 

• direct device provision; 

• assessment; 

• evaluatifMi; 

• training; 

• infonnaticm dissiminaticHi; 

• traming to assistive tedmdogy professionals; or 

• (»i-going maintenance ci (tevices. 

Less red tape An advantage that a foundation generally f^en is that of speed and 
flexibility. Beyond resource limiuuicms, public b«i^s arc frequently constrained in the 
services they can provKie by the terms of the categc^cal service jaograms under which 
they qperate. Often too, ttey face limitations and delays in t!» selectira and purchase of 
assistive devices, due to the ]mx:urement procedures, bidding requirements and contracting 
regukdons of their state govemn^nts. 

Generally, foundations do not operate under conq»rable strictures. Neverdieless, there are 
significant decisions which need to be macte about how and wl»n it wants to be cast in the 
role of meeting m^igency or urgent needs, as exposed to carrying on a program that aims 
at longer term goals. The foundation must decide to what extent it wishes to be proactive 
or is prepared to be reactive. 

Broadening assistive technology's constittsency Another advantage of a foundation is its 
ability to broaden assistive technology's constiti»ncy in the community. This may be done 
in at leist three ways: 

• by increasing tte number oi people who can benefit from assistive technology; 

• by increasing public awareness the i»ed through its commumty outreach and 
fimd raising efforts; and 

• by isovkiing qqxstunities for those who have been exposed to a^istive 
teclinok>gy*s potoitial, to make tax deductible ccmtributicHis to the cause. 
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A wa^or cai^loo! The fimndatkin may be ccHifiroted with (kmars, ii^liidiiig faaaly 
members, fiiei^ m even oi^doyas. who wish to contribute funds which wtHild ftcn be 
used far the b«»fit oi a paitkular k^v^ual with a disal^iy. Som^iiiies ihe fouodaticm 
my have to cNiose b^wem tte forfeituie d pmiNitial sujqxBt ami tte .^qianiiziiig of its 
credibility, if in its tax exen^ status sdxmid it engage in cNher dian what are 
calted "anns'tengdi'' transactioiis. 

The motives of those who jnufficr ccmtiibutkms on ccmdition or expectation that designated 
iiKiividuals be served may be innocent and uncterstandable. However, die foundation would 
be iU-^vised to accept »ich ccmtiibutions. No suggestim of a "quid pro qw)** shoiUd be 
allowed to creq} into ctecisicms regaiding recipients of foundadcm awards or gruits. 

Exptesaons of gratitiKte on the part of those wto apjamate vfhat assistive techncrfogy has 
doim for their i^atives, finends or co-woricers are, o( cf»irse, another matter. Foundations 
frequently receive donaticms aiKi beqiKsts as a result of such ^rvice. 

SETTING UP THE ORGANIZATION 

As set faith hi fte previous section, the first step is deciding, as far as possible, what the 
(Hganizadon is to do, and on vAm scale it is to cipeiate. ifds is inqxHtant for the 
docimsents diat must be filed, snxh as d» Articles of InccB]xmition at the state level or the 
request fc^ tax exoi^t status as the feiteral level. By die time it con^s to ^ng these 
documents, no uncertainty should exist as to how they ought to read. 

Who's In charge If the state's Title I lead agency is to take the leadership role in 
establishing the foundation, an initial qi»^ion must be ansMmd: 

• Is the lead agency itself a nongovernmental endty, perhaps organized as a 
nonpn^t ccapra^tioia? If so, the stnxrture for obtaining funds finom the 
general public may already be in place. 

• Is the lead agency a governmental entity? If so. conatkr issuing a contrict for 
services to e^ablisb a nongovernmental nonprofit tax exempt oiipnization to 
becc»ne the foumiation. 

Seed nxNiey Stmie seed money will be required to tosct pre-oganizational costs, en^loy 
initial staff and establish die ensidng fouiHiation*s base of operation as it prepares to raise 
funds, develop pn^rams and serve individuals with disabilities. These funds might come 
diimly fhmi die Tide I grant, dnough other giants, sudi as fix Natiiaia] Institute cxi 
Disability and Eehabilitatkm Research's hinovadon, demo as uadon or model projects or, 
possibly, fami another fknuidadon or private-«ctor endty. 

Whatever tl» method, the indivkhials reqxmsible far taking the fouiKiadon from dream to 
reality roust act on sevoal fronts. Stxne acdvitks will occur simultanecxisly; i^hers, of 
iKcessity, wiU occur sequentially. 
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Selecting Ifee orsanizatkmai torm The next step is selection of an organizational ftsm 
that will woric tbe kw c€ tte pankular stale. A lawyer is lUA required to make 

this dMRoe or to <k> the paperwcsk. C^Himalfy, the imioess will be oihasced by using 
legil cmmsel Edited in ^ area, vmlkss the pet^le creating the (Hganizaticm po»^ 
n^aningfu] esqierieoce oi their own. 

FactOTS A number of factors will influence the choice of oiganizational form under the 
state's law such as the: 

• relative powm of cofpomtions, trusts, associations, etc.; 

• duties of crfficm and directors undo* various forms; 

• filing requirements and filing fees i^licable to e^ fonn; 

• nature of state oversi^t race the oiganization has been established; 

• extent to which om m anmho' fcmn will facilitate or inhibit 
development of its goals and <^jectives. 



Cmporate form As noted earlier, the coipcvate fonn, specifically the nonprofit 
a>rporatiofl, is likely to be the choice in the majority of cases. It usually offers all the tax 
advantages that could be fmthcoming with any c^ier fcsm, as well as these major ones: 

• flexibility to imxlify the program without coun approval; 

• insulation of directors and officers from personal liability; and 

• reasonable scope for delegation of re^xmsibility to staff. 

F&penvork The secomi step involves tte om^ledon and filing of the documentation 
necessary fm d« establishment and ofBdal recogniti(»i of the forthcoming fcmndation.* 
Once again, the docun^nts in question will vary from state to state. Filing for a 
Certificate of IiKCHporation is usually the starting point. As part of the process, these steps 
will probably f(dk>w: 

• prepazing artk;les of ii»oip(»ation (the constitution of ths f(»is^ti(Mi as it were); 

• devek^>ing by-laws (its statutes); 

• holding an oi;^uiizational meeting which will produce a set of minutes, in which 
ttioptitm of articles ami by-laws, naming of (rfficers, oeaticHi of a governing 
bo8?d and passi^ of necessary i^dutions will be sunamaxized; and 

• prepaiing a charitable registratkm if required by odier state agencies such as the 
Seoetary of State or Attontty CSeneral indicating intention to raise fimds fiom 
the gemal public. 

Articles of IiiCf»iMratioii The Aiticles of Incmporadon will set fcmti the purposes the 
mganization. Has shcmld be dmie with reasonable specificity, bui m% as to c^rive the 
fitmmUitifm cqqwnunitics to fise-tune its jn^paas as oqieriaice ami changing coisiititms 
dictate. If required or pomitted under state law, pr ojec te d sources d ii^raie ^Mmld also 
be indicalcd. If done, cite all expected somxs of inccmie such as contributif»is from ibt 
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public, fees fis- servvx, sate cb- ksse of device or a combination of tha» sources. This 
becomes inyortant at the fedessl level, as discussed later. 

Govemiiig board mak^ is crttied Beyimd tegal lequiiefflents, board makeup is one 
oi die most pn^ound fdii^oi^al ttedsms a foundatim makes. In the case of assistive 
technology, key elements ii^utte the: 

• level of consumer repiesefltation on the boaid including foniily members; 

• active iDle of ctMiimunity leaders, especially in fund-nising; 

• paitidpation ci governmental units is program management; 

• involvonent erf existing service providers including assistive technology 
specialisis 

• geographical distrilnition of board membership in the event the oiganization 
will have a state-wkie focus; 

• clearly (tefii»d duties of membeis, especially in fund-raising and fiscal 
management; and 

• means by which bc»xd viK;ancies will be filled, and related matters. 

In cmler to further "consumer-iesponsive'' i»ogram devel(^m»nt, it is essential that a 
substantial nunto of governing board mnnbers be cc»isun»rs m their family members. 
Such tepiesentation will help d«B board to be bmh consumer-iesponsive and consumer- 
directed. 

Equally vital for a foundation is the inclusion of community leaders, especially from the 
for-prc^t budness sector. Fund-raising, public relaticms and community outreach leadership 
will flow fam tl^se individuals. 

Assrt distribution Either the articles or by-laws will probably also need to address asset 
distribution in the event of dissolution of the corpra^on. Subject to assuring tliat the 
assets would not fall into private haiKis or "inure" to tl» benefit of private parties, this 
detnmin^on should cndiiurily be widiin the discretion of the foundation to make, just as 
is the ownership of property that it buy-.>. 

Unol such time as tte aj^mqaiaie state agency or agencies give formal approval for 
creedon of the foundation, no entity c^>able of receiving a grant of tax exemption yet 
exists. One could file a request for tax exen^t status while still awaiting final state 
approval, but, where time permits, it makes more sense to address these two levels 
sequentially. 

Ap|di<»tion for Federal tax exempt status Request for Federal tax exemption is made 
on IR'i Form 1Q23 ''Application fm Re^^tion of Exonptbn undo- Sectitm 501(0X3)." 
Prnsuant to IRS Bmn 8718, which in most cases must be submitted «id) Foim 1023, a 
filing fee oi $150 to $300 may be required. As with the state filings, the need for legal 
counsd depends upon d» sqphisticaticm of those preparing the exen^tion reque^ 
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ICSNA TMniai AMMBn Pnjael 



Unrdated tatiness tandite iBcome Two issues, which may fs may not alresfy have 
ccme iq;> at an eai&r point, do wanant spcmi attmtbn at diis stage. Tbe first of these 
zelates to "unrdated business mxable incone."" So far as possH^, inionnatioa about 
oifflnizaticmal innposes and projected sources of inccmie shcmid be pnqnued in such a 
fo^iicm as to minimiw? poimtial eiqjoKire to this tax. If the fimiiKUuion intemls to derive 
any leveniws fam the fees for its servioN m fnm the sate, lease or a&ta distribution of 
assistive techndc^ (fevices, it is vital thu these intraticns be integrated into its IRS filing 
in such a way as to |»eclucfe, to the maximum degree possibte, any eironeous 
chancterizatiCT Ot these subsequent xevenues as unrelated business inccmie. 

Uttie Imowii code p-ovidim Tim second issi» relates to a little-ioiown pmvision of the 
Intemal Reveni» Code whk^ can have substantial inqili^ons for benefiting assistive 
techndogy progpms." G^tcrally, dimatimis oi inventoiy equipment by busUiesses to 
charitable organizations yieki a tax induction for t}» doms* equal to the equlpimnt's 
inoducdon cost, not its wholesale or retail value. Section 170 (e) (3) allows certain 
ccnpoiations to take a larger dedwticm when they contribute such equiimient to exempt 
oiganizatiais fm "care of die ill, the needy cs- infants." 

This unftvtunate nomenclature nmwithstamting, the bottom line of this extremely intricate 
provision is that fior eligibte ami qualifying donations, the vaii» the deduction comes 
closer to wiat die inventoiy equipment could have been sold for by its manufacturer. 
Where available, this enrkhed (teduction can heighten die attractiveness of contributing to a 
foundation. 

If the foundation intends to accept donations of equipn^nt, the qiportunity to offer 
potential dcmois this sweetened deduction should be home in mind in the preparation of its 
oiganizational docun^ts. 

Caution On tbe odier hand, dus pioviricm carries with it a number of strict limitations. 
The recipient foundation is limited in its ability to dispose of the property, or to sell or 
odierwise charge indivkiuals for it IRS oppioval of the exempti(m request will be 
evidenced by a (teterminati(m letter from the appnqniate district office. It is not unusual 
for d^ to seek additional intonation in die course of reviewing the request 



MAINTAINING THE FOUNDATION 



Once die foundaticHi has becm established and received tax exempt status, there are still 
tasks for the boazd and crfficeis on an ongoing basis to preserve it In a^klition to 
whatever periodic state filings may be demamted, tax ex«npt org8nizatioi» are gmmlly 
obliged to file an annual infonnatkm return Fonn 990 widi the IRS. If dmt is unrelated 
busine^ inccnne, additional ftmas may be i»eded. 
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&i|qK8t test The foundatkm must always be cfmcmied mtb tte mainteoaiice <tf its tax 
exsmgi status. Amrag otto* dungs, it nmst meet a two-pan supper In essemie. this 
test invdves tt» ability df the firaiidatiai to: 

• olHain at least one-third of its suppmt £rom ti» public revenue 
si»nc^ sspedfied in its filing, and 

• avc^ deriving more than one-thinl fam investments or other 
other non-publk scHirces." 

The foundadim should raise attequate funds from the community and have no need to 
divert its resouic^ ftom its exei^ puiposes into accumulaticm of ei^owment or odier 
lesen'Ts. As convoluted am! intimkiating as these i»ovisions may ^^pear, they are unlikely 
to pose iBoblems for an assi^ve techndogy foumlation that can boast any measure of 
ccHnmunity siqqxsrt Even sbmild a foundation fail unckr the one-third test in a particular 
year, there are several fall-back criteria that would operate to protect its tax exempt status. 

Because of the dynamic and rapidly changing nature of the assistive technology field, it is 
difficult to ant^^iate aU the permutations of potential fnivate fumling jaogram models. For 
this reasiMi, no anKnint ctf advance planning will guarantee avoidance of situations with 
unclear tax implications fat die foundaticHi. In such situations seeking a Private Letter 
Ruling from the IRS may be available if IRS deems it an apprajpsim questicm of law to be 
raised. Such a ruling, (Stained jnospecrively, can often provi^ authoritative guidance 
necessaiy for naaking the naost infcamed decisions. This may be done without great 
difficulty and at nK^wiBtc expense* 



CONCLUSION 



As indicated in the "INTRODUCTION", operational issues such as staffing, fund raising 
or public relations are outside the scope of a short policy paper. Nevertheless, they are 
vital to the ibnndatioa's si^cess and must be ^]dres»d at tlK ai^in^mate time. In 
sumtmry, let us restate some the major issues discussed in this paper. 



What the orpnizatim is to do, and on what scale it is to t^xrate is key to establishing a 
foundation. For this, and many other issues, an imaginative and acdve governing htmrd is 
essmtial. Invdvement from a bio^ spectrum of the community is vital, including 
consumns, comimuiity leaders, ei^iecially the for i»x)fit sector, and, appropriate service 
inovidos. 

Each the issues delineated in this p^^er, as weU as many others that could be named, 
have correlarions in c»ganizational fcma and structure. How fuiuls are raised, how 
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VBsmnces are allocated and what privities are set represent the central issues in the 
artioilaticm of a iiiissim and in the oi]ganizaticHi*s day-to-day wc^ 

States q)enting under Utte I grants wishing to raise ^Ididonal fiiiKiittg far technology- 
related assistance might: 

• dtB Secern 211 (b) (8) of the Tech Act fm '^suppon of die establishment or 
cratinuadon of paxnerships or axjipcmtiyc initiadves between the public sector 
and d» private sector to fmlitate ctevelqmient and inqitementadon of a state- 
wicte pipgxam oi technology-relaied assistaiKX to individuals widi disabilit^s.** 

• c^anize as i noiqnofit coipcsati(m undo* state law; 

• use the tenn ^'foundation*' in the coxposasc name if deemed appropriate; 

• file for tax exeo^cm under Intemal Revenue Code Secdon S01(cX3) and other 
ly^licable jnovisicms; 

• file for tax exempdon under applicable state Iaw(s); and 

• derive at least 09»-thud of its revenues torn public support (private individuals 
and organirations or, in scane cases, govemnttnt). 

Whether the specific choices are these, others, tl» range of philosophical, structural and 
legal issues to be considered pose a unique challenge for the establishment of a foundation 
to for die funding of assistive technology fm people with disabilides. It is an 
endeavOT peculiar to this decaite and Ammca's increasing awareness of the lole of people 
with disabilities in society, strongly supported, we suggest, by the expanded provision of 
assistive technology. 
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